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SUBJECT: JAPANESE AID TO MALAYSIA 

REF: A) KUALA LUMPUR A-l 19, JULY 5, 1972 
B) TOKYO 3702 

1. DURING AUGUST 3 CALL ON WATANABE, DEPUTY HEAD, FIRST 
ECONOMIC COOPERATION BUREAU, FONOFF, EMBOFFS ASKED ABOUT 
UTILIZATION OF QTE SECOND YEN LOAN UNQTE OF Y36 BILLION 
EXTENDED TO MALAYSIA BY GOJ IN 1972. WATANABE EXPLAINED 
THAT GOJ AND GOM HAD PREVIOUSLY AGREED ON SOME SMALLER 
PROJECTS TO BE FINANCED BY LOAN, AND HAD BEEN DISCUSSING 
LARGER PROJECTS. DURING RECENT VISIT TO JAPAN BY MALAYSIAN 
PM RAZAK, AGREEMENT WAS REACHED ON TWO LARGE PROJECTS: 
SHIPYARD AT JOHORE AND TWO PALM OIL TANKERS. 

2. ACCORDING WATANABE, SHIPYARD PRESENTED NO PARTICULAR 
PROBLEM (CF REF A). TANKERS DID PRESENT PROBLEM IN THAT 
THEY ARE USUALLY REGARDED AS INCOME GENERATING ASSETS 
WHICH MUST BE FINANCED WITH COMMERCIAL LOANS. IN 
ULTIMATELY REACHING FAVORABLE DECISION RE TANKERS, GOJ 
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THAT PALM OIL TANKERS ARE SPECIAL PURPOSE VESSELS UNABLE 
TO CARRY OTHER CARGO. MALAYSIA'S TANKERS, 

IT IS PROPOSED, WILL CARRY PALM OIL TO EUROPE, BUT 
RETURN TO MALAYSIA EMPTY. CONSEQUENTLY, GOJ DECIDED 
ALLOW UTILIZATION OF YEN LOAN FOR THIS PURPOSE. WATANABE 
SAID THIS DECISION IS EXCEPTION TO GOJ POLICY, 

AND THUS WILL NOT BE PUBLICIZED. 

SHOESMITH 
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